Income Determination Models 
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If a=0 
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b= MPC ( Marginal Propensity Consume ) 
— — » The multiplier = k 



Exp:- If you have 

Y=C-H 

C=340-K).8Y,l=lo=220 
then find Y : (l)Equilibrium condition 
(2) the reduced form 

(l)Y=340-K).8y+220 
y-0.8y=560 

0.2Y' = 560 ->Y'=— =2800 

0.2 
a+IO 340+220 



(2) y= ^^ = £^^ = 2800 

1/7 l-b 1-0.8 



The M ultiplier :■ J^^i ^i a^jH\ &\jJlL»i\ a^jl dtij (k) jiii oi 6^ 
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-: £li 3liU*Jl ^jL <-JuLj 



AY '= K/ 

If l increasing to (240) the Increasing in y'= Ay = 5(240) = 1200 
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